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May 9, 2014 

Small Business Week  

 

 

Kimberly Nevels, Director, Chicago FHEO Program Center 
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 Under Section 3 of the HUD Act of 1968, 

wherever HUD financial assistance is expended 

for housing or community development, to the 

great extent feasible, economic opportunities 

will be give to Section 3 residents and business 

concerns. 

 

 Section 3 is a policy to guarantee that the 

employment and other economic opportunities  

created for housing and community development 

programs should, if possible, be directed to low- 

and very-low income persons. 
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  To ensure that employment, training, 
and contracting opportunities generated 
from certain HUD funded projects will 
be directed to low and very low-income 
persons—particularly those receiving 

assistance for housing—and the 
businesses that substantially employ 

these persons. 

 HUD funds are one of the largest sources of 
federal investment in distressed communities 

 

 These funds typically result in new 
employment, training and contracting 
opportunities 

 

 Section 3 is designed to direct those 
opportunities to local residents and businesses 
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 Ensures that local residents are trained to 
work on HUD projects 

 

 Keeps jobs local  

 

 Level the playing field for Section 3 
residents and businesses 

 

 Builds strong local economies 
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A “section 3 resident” is:  

 

1) a public housing resident; or  

 

2) a low- or very low-income person residing in 

the metropolitan area or non-metropolitan 

county where the Section 3 covered 

assistance is expended.  
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 51 percent or more owned by Section 3 

residents; or  

 

 At least 30 percent of its full time employees 

include persons that are currently Section 3 

residents, or were Section 3 residents within 

three years of the date of first hire* ; or 

 

 Provides evidence, as required, of a 

commitment to subcontract in excess of 25 

percent of the dollar award of all subcontracts 

to businesses that meet the qualifications of a) 

or b) above.  

 

30% of new hires annually 

 

10% of the total dollar amount of 
covered construction contracts 

 

3% of the total dollar amount of covered 
non-construction contracts 
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 Businesses self-certify eligibility 

 

 Online application 

 

 Searchable database 

 

 Business information will be public 

 

 No additional documentation required 
(unless alleged business misrepresentation) 
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Recipients 

   

 Recipient agencies that receive Section 3 covered 
assistance will be informed about the database 
and encouraged to notify Section 3 firms in the 
registry about covered contracting opportunities 
to encourage them to submit bids 

 

 If the Section 3 firm submits a qualified bid and is 
able to complete the contract, they will receive 
preference 
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Contractors 
 

General Contractors and other developers that 
receive contracts from recipient agencies will be 
informed about the database and instructed to 
notify Section 3 firms in the registry about the 
availability of subcontracting opportunities 

 

If the Section 3 firm submits a qualified bid and is 
able to complete the subcontract, they will receive 
preference 

13 

 HUD is maintaining a database but 
does not endorse the services 
provided by firms 

 

 Self Certification is not an 
entitlement to contract 

 

 Perform Due Diligence before 
awarding contracts 
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 Notify HUD of potential business 
misrepresentations  

 

 Businesses found to have misrepresented 
themselves will be removed from database 
and penalized as appropriate 

 

 The Department will periodically conduct 
random audits of a percentage of the 
Section 3 businesses 
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Was not enforced for a very long time 

 Passed by Congress as a Great Society Program (1968) 

 Bush Administration started enforcement initiatives 

 Obama administration continued to encourage 

enforcement 

Section 3 Regulations Appendix 

 I.  Provides examples of efforts to offer training and 

     employment opportunities to Section 3 residents 

 II. Provides examples of efforts to award contracts to 

     Section 3 business concerns   

 III. Examples of procurement procedures that provide 

      for preference for Section 3 business concerns 
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FHEO’s Economic Opportunity Division 

(202) 708-3633 – Bruce Bailey 

Email: Sec3Biz@hud.gov 

(312) 913-8429 – Kimberly Nevels 

Email: Kimberly.L.Nevels@hud.gov 

 

 

 

www.hud.gov/Section3 
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Questions 
and 

Answers 

18 


